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SALUTATION 
 

March 1, 2011 

 

Honorable Karen Weldin Stewart CIR-ML 
Insurance Commissioner 
State of Delaware 
841 Silver Lake Boulevard 
Dover, Delaware 19904 
 

Dear Commissioner Stewart: 

 

In compliance with the instructions contained in Certificate of Examination Authority Number 
10.535, and pursuant to statutory provisions including 18 Del. C. §318-322, a market conduct 
examination has been conducted of the affairs and practices of: 

GEICO Indemnity Insurance Company 

The examination was performed as of June 30, 2009. GEICO lndemnity Insurance Company, 
hereinafter referred to as the “Company” or as “GEICO lndemnity is incorporated under the laws 
of the District of Columbia. The examination consisted of an off-site phase performed at the 
offices of the Delaware Department of Insurance, hereinafter referred to as the “Department” or 
“DDOI,” or other suitable locations. 

 

The report of examination herein is respectfully submitted. 
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EXECUTIVE SUMMARY 
 

The examination was a market conduct examination which includes the examination scope for 
discounts/surcharges, tier rating and advertising.  There were no violations noted during the 
examination. 

 
SCOPE OF EXAMINATION 
 

The basic business areas that are subject to a Delaware Market Conduct Examination vary 
depending on the type of insurer. For all insurers these may include:  

Company Operations and Management 
Complaint Handling 
Marketing and Sales 
Producer Licensing 
Policyholder Service 
Underwriting and Rating 
Claims 
 

This examination report is a report by exception rather than a report by test. This means that only 
those areas where recommendations are suggested are described and results indicated. The 
experience period for this examination is January 1, 2008 through June 30, 2009. 

 

HISTORY AND PROFILE 
 

GEICO lndemnity  was incorporated in the District of Columbia on March 22, 1961, under the 
name of Criterion Insurance Company.  GEICO Indemnity was a publicly owned company until 
1980, when it was100% acquired by Government Employees Insurance Company (“GEICO”).  
In 1992, GEICO transferred its ownership in GEICO Indemnity to GEICO Corporation.  On 
January 2, 1996, GEICO Corporation, previously a publicly owned Delaware corporation, 
became an indirect wholly-owned subsidiary of Berkshire Hathaway Inc.   
  

GEICO lndemnity’s charter permits the handling of all forms of property and casualty insurance 
coverage.  In 1986, GEICO Indemnity was redomesticated and reincorporated in the state of 
Maryland but retained its original charter date.  It holds a license to write insurance in all states 
with approximately $17,820,084 direct written premium in 2008.  GEICO lndemnity markets 
automobile and motorcycle insurance to young adults, military personnel and other drivers who 
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do not qualify as preferred risks.  GEICO Indemnity is based in Fredericksburg, Virginia. 
Operations in Delaware are serviced primary through its office in Fredericksburg, Virginia.   
 

METHODOLOGY 
 

This examination is based on the Standards and Tests for a Market Conduct Examination of a 
Property and Casualty Insurer found in the Delaware Market Conduct Examiners’ Handbook. 
This chapter is derived from applicable Delaware Statutes, Rules and Regulations as referenced 
herein and the NAIC’s Market Regulation Handbook (2008 edition).   

The types of review used in this examination fall into three general categories: generic, sample, 
and electronic. 

A "generic" review indicates that a standard was tested through an analysis of general data 
gathered by the examiner, or provided by the examinee in response to queries by the examiner.  

A "sample" review indicates that a standard was tested through direct review of a random sample 
of files using a sampling methodology described in the Delaware Market Conduct Examiners’ 
Handbook and the NAIC’s Market Regulation Handbook. Samples of complaint files, 
underwriting files and settlement files were reviewed to determine that the processes described 
by the Company are actually used by the Company. 

An "electronic" review indicates that a standard was tested through the use of a computer 
program or routine applied to a download of computer records of the examinee. This type of 
review typically reviews one hundred percent (100%) of the records of a particular type.  
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PRIVATE PASSENGER AUTOMOBILE DISCOUNTS/SURCHARGES AND 
ADVERTISING 

In this examination, the Delaware Insurance Department reviewed the Company’s use of Private 
Passenger Auto discounts, surcharges and tier rating, non-renewals and whether the Company is 
engaged in re-writing of policies in affiliated companies.  Information was required from the 
Company for the period from January 1, 2008 to June 30, 2009. 

The examiners also reviewed responses as they applied to advertising used by the Company and 
its agents and the underwriting and rating of auto new business and renewals. 

Underwriting	and	Rating	

A. Discounts/Surcharges-Auto 

Objective:  Review the Company’s use of discounts and surcharges in the rating of Private 
Passenger Automobile policies. 

Observations:  The examiners reviewed the Company rules relating to surcharges and when they 
are applied to Delaware customers’ policies.  The Company has caps on its discounts/surcharges 
in conjunction with renewal discount there are no other discount caps. 

Objective:  Review claim enhancement programs affecting the waiver of or the reduction of 
deductibles or accident forgiveness. 

Observations:  GEICO Indemnity has no rules pertaining to the waiver of increased premium 
affecting the waiver of or the /reduction of deductibles or accident forgiveness programs.   

Objective:  Verify that automobile discounts and surcharges were filed with the DDOI including 
the dates filed and approved.  Review any related correspondence. 

Observations:  The examiners reviewed copies of the Company’s filings as well as the rules 
included in the Company’s underwriting guidelines/rating manual that defines the 
discounts/surcharges. 

Objective:  Determine what documentation the Company requires on any of the discounts used.  
Also determine who is responsible for the custody of the documents as well as is recertification 
required for any of the discounts and who is responsible for requesting the recertification 
documentation? 

Observations:  The Company requires documentation for the Good Student Discount but recently 
changed its procedure to accept verbal verification.  The Company may require documentation 
for the Defensive Driver Discount when it does not appear on the motor vehicle report.  The 
Company is responsible for the custody of the documents.  Recertification is required by the 
Company of the Good Student Discount.  Recertification was required it was added to a driver 
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under age 19 but recently changed procedure to require it for a driver under age 20.  
Recertification may be required of the Defensive Driver Discount when it does not appear on the 
motor vehicle report.  The recertification may be required for Defensive Driver at the renewal 
three years after the course completion date.  The insured is responsible for submitting the 
recertification documentation to the Company.   

Objective:  If the insured/applicant does not qualify for a discount that has been applied to the 
policy what is the procedure for removing the discount, and when?  If the insured/applicant 
qualified for a discount that has not been applied to the policy, how does the Company adjust 
their premium? 

Observations:  If it is found that the insured/applicant does not qualify for the discount, an 
endorsement is processed on the policy with a message attached on the declaration page advising 
the insured of the change.  For a new business policy, the change is made back to the inception 
date.  For a renewal policy, the discount is removed at the effective date of the policy renewal.  
As soon as the applicant/insured notifies the Company that they qualify for a discount, it will be 
applied to the policy with the appropriate premium adjustment.  

If the discount is removed, the Company includes a message on the declaration page advising the 
insured they are no longer receiving the discount. 

Complaints	

Objective:  Determine if the Company received complaints relating to discounts, tiering and 
surcharges direct from customers or the DDOI. 

Observations:  The examiners reviewed 44 complaints during the examination and none 
pertained to discounts, tiering or surcharges.  

Tier	Rating	

Objective:  Review rating tiers used by the Company.  Include the review of the following: 

 Underwriting criteria for each of the tiers, 
 Filing for tier rating plan with the DDOI, including approval date and correspondence, 
 Process for determining accurate tier applied to customer, 
 Process for non-renewal and placement in an affiliated company. 

Observations:  The examiners reviewed the criteria for the available matrix tiers used by the 
Company.   The Company stated that tiers are used in all companies.  The Company provided the 
examiners the underwriting criteria for the use of tiers.  Credit is only used for initial company 
placement.  The tier rating has been filed with the Department of Insurance for all companies.  
Tiers were originally filed in the Company in 1999.  The current tier structure was filed in 2007. 
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The customer can verify the information the Company uses either on the policy declaration 
pages, online at geico.com or on the phone with a customer service agent.  The policyholder is 
notified by a message on the policy declaration pages.  Tier moves can be made semi-annually.  
The Company states, its rating plan does not permit both tier rating adjustment into a higher 
rated tier and the implementation of a rating surcharge for the same event. 

The Company also indicates if the insured does not qualify for coverage with the company the 
policy is currently written in, the company will non-renew the policy in the current company and 
if coverage is available with an affiliated company, offer a policy and new premium in that 
affiliated company.  A policy is only rewritten in an affiliated company once the insured has 
accepted the offer.   

The review did not disclose any violations. 

Advertising	

Objective:  Determine if the Company uses advertising pertaining to the discounts available.  
Review advertising used that may impact the Delaware consumers. 

Observations:  The Company notifies the applicant/insured of available discounts by sending the 
“Rate Plan and Classification Explanation – The Rating Plan” at new business and every 
renewal.  The Company also provides a list of discounts online at geico.com and its sales and 
service agents discuss available discounts when speaking with the insured and applicants.  The 
examiners reviewed 225 pieces of advertisements used during the examination to determine if 
the Company properly identified itself to the customer, appropriately noted the source of all 
statistics and accurately described the products and services offered.  No notable exceptions were 
observed.  The advertisement included broadcast scripts (radio) broadcast scripts (TV) general 
and special audience marketing, partnership marketing, GFR marketing, website advertising and 
direct mail advertising. 

CONCLUSION 
There were no recommendations noted during the course of this examination.  The examination 
was conducted by Gwendolyn J. Douglas and supervised by Shelly Schuman and is respectfully 
submitted. 

 

                                                                             
                                                                              _______________________________________                         
                                                                             Gwendolyn J. Douglas, CIE, MCM 
                                                                             Market Conduct Examiner-in-Charge 
                                                                             Insurance Department 
                                                                             State of Delaware   


